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On Oct. 17, Washington announced it would extend a $3.5 billion bridge loan to the Mexican
government, its largest loan ever to a Third World debtor nation. The short-term financing was
designed to help Mexico cope with declining oil revenues for a few months until it can obtain longer
term loans from the World Bank and the International Monetary Fund. Earlier this year Mexico
was expecting to receive an average $15 a barrel for oil throughout 1988. However, by Oct. 7 the
price of one grade had dropped to $7.83 a barrel. Although prices have recovered slightly recently,
the decline means that Mexico will lose $1.5 billion in oil revenues this year and is obligated to
slash its revenue projections for 1989. According to William R. Cline, economist at the Institute
for Economics, Mexican oil revenues in 1989 could sink to $5 billion, down from a peak of $16.6
billion in 1984. After a collapse in oil prices and the peso in 1982, Mexico received a $3.85 billion
loan from the International Monetary Fund, and an additional $1.8 billion from the US. In contrast
to the agreement of six years ago, the new loan is intended to support existing policies rather than
being premised on major changes in Mexican economic policy. There are political differences as
well between 1982 and 1988. Jorge Castaneda, an expert on US-Mexican relations, said: "As in
1982, you're starting a new administration in Mexico with a new loan from the Americans and
the equivalent of a standby agreement with the IMF. The difference is that this time you've got
a political opposition, and the domestic political consequences of a stagnant economy are that
much greater." Since 1982, Mexico's average real income has dropped 40%, annual inflation has
reached 160%, annual gross domestic product growth has declined in some years, and thousands of
jobs have been eliminated in both the private and public sectors. In contrast, during the 1940-1980
period, GDP averaged 6% per year. Analysts in Mexico and elsewhere perceive the US loan as
a vote of support for President-elect Carlos Salinas de Gortari. Salinas won 50.7% of the vote in
the presidential election held on July 6. PRI, the ruling party, had never won less than 70% of the
vote since its formation in 1929. The election also strengthened the political opposition, especially
Cuauhtemoc Cardenas of the National Democratic Front, who officially won 31.1% of the vote.
Cardenas campaigned on a platform of economic nationalism that included placing limits on
the amount of Mexican oil exported to the US, and a foreign debt payment moratorium. He has
declared he will continue to press these and other causes during the next six years. In July, parties
within the Front, and the rightist National Action Party increased their representation within the
national legislature. Since December 1987, the Mexican government has implemented the Economic
Solidarity Pact, consisting of wage rate, price and foreign exchange rate freezes. The program has
reduced monthly inflation from 15.5% to less than 1%, but has also led to declining foreign reserves.
According to the New York Times, some Latin American diplomats expressed irritation that Mexico
and the US had struck a deal from which the rest of the region has been excluded. President Miguel
de la Madrid is scheduled to meet this month in Montevideo, Uruguay, with seven other Latin
American presidents. A major topic of discussion at the meeting had been expected to be efforts to
create a collective strategy in debt negotiations with creditor nations. (Basic data from AP, 10/18/88;
New York Times, 10/18/88, 10/19/88)
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